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SUBJECT : RUMORS OF UPWARD REVALUATION INCREASING 

REF: TAIPEI 04033 

1 . EMBASSY HAS BEEN BOMBARDED IN PAST FEW DAYS WITH 
INQUIRIES FROM U.S. BANKERS AND BUSINESSMEN SEEKING 
CONFIRMATION OF MOUNTING RUMORS THAT CROC SOON WILL 
ANNOUNCE REVALUATION OF NT DOLLAR AGAINST US 
DOLLAR FROM PRESENT 37.95 TO 1 TO 35 TO 1. BANKERS 

CITE REPORTS OF FRANTIC EFFORTS BY THOSE HOLDING US 
DOLLAR INSTRUMENTS TO OBTAIN NT DOLLAR. THEY ALSO 
BELIEVE THAT IF GROC HAS DECIDED TO REVALUE, NOW IS 
GOOD TIME TO DO IT SINCE BANKS WILL BE CLOSED UNTIL 
JULY 4 AND NEW FISCAL YEAR HAS JUST BEGUN. 

2. EMBASSY EFFORTS TO LEARN WHAT GROC HAS DECIDED HAVE 
LIMITED OFFICIAL USE 
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BEEN UNSUCCESSFUL. SUN CHEU, VICE CHAIRMAN OF COUNCIL 
FOR ECONOMIC PLANNING AND DEVELOPMENT, TOLD EMBOFF 
JUNE 30 THAT NO DECISION HAS BEEN MADE BUT HE DID NOT 
RULE OUT POSSIBILITY THAT ANNOUNCEMENT OF REVALUATION 
COULD BE MADE AT ANY TIME. HE REPORTED THAT K. T. LI, 
MINISTER- WITHOUT-PORTFOLIO, AND PHILLIP C. C. CHANG, 
MINISTER OF FINANCE, ARE SUPPORTING REVALUATION AS 
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MEANS TO COOL-OFF OVERHEATED ECONOMY. HOWEVER, K. S. 
CHANG, MINISTER OF ECONOMIC AFFAIRS, IS AGAINST 
REVALUATION AT THIS TIME. HE BELIEVES THAT STRONG EXPORT 
PERFORMANCE DURING FIRST HALF OF 1978, WHICH IS 
MAJOR CAUSE OF SHARP INCREASE IN MONEY SUPPLY, WILT. 

SLOW DOWN APPRECIABLY IN SECOND HALF OF 1978. WITH 
DEMAND FOR ROC EXPORTS DECLINING THIS IS NOT THE TIME 
TO MAKE THOSE EXPORTS MORE EXPENSIVE, AS WOULD HAPPEN 
IF REVALUATION OCCURRED. K. H. YU, GOVERNOR OF THE 
CENTRAL BANK AND CHAIRMAN OF CEPD, IS AT PRESENT 
SUPPORTING CHANG WHILE PREMIER Y. S. SUN HAS NOT STATED 
HIS POSITION. 

3. VICE MINISTER OF ECONOMIC AFFAIRS Y. T. WONG, WHO 
IS AGAINST REVALUATION, INFORMED ECON COUN JULY 1 THAT 
PRESIDENT CHIANG CHING-KUO MET WITH SENIOR ECONOMIC 
AND FINANCIAL ADVISERS JUNE 30 TO REVIEW ARGUMENTS 
FOR AND AGAINST REVALUATION. NO DECISION WAS MADE AT 
THAT MEETING. PRESIDENT REQUESTED ADDITIONAL DETAILS 
FROM BOTH PROPONENTS AND OPPONENTS OF REVALUATION. A 
SECOND MEETING IS SCHEDULED FOR JULY 1. WONG WOULD NOT 
PREDICT WHAT THE PRESIDENT'S DECISION WOULD BE. UNGER 
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